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Simpsons-Sears Limited 


1978 
56 Weeks 
Net Sales sie ree ree mare eres ete at eee $2,541,669,000 
Niet .Carnings: sax pusrernces sett ie renee reeee 57,725,000 
*RPersharein Brae we eee ten eee re 76 
Dividendsideclareciae serie) ana 20,526,000 
Pekshareh seers cer orc ae PAL 
Shareholdersmec Ulty arma tasers e te anne oa 436,137,000 
Per sSitare i Bi ehh ne sd: oe See eee 5.72 
Municipal realty and business taxes............. 25,793,000 
Federal and provincial income taxes............ 37,503,000 
Depreciation tietnas @esss ee eer oe ee eee 31,923,000 
Contributions to Simpsons-Sears Plan 
for Sharing Profits and Company 
and Government Pension Plans ............. 21,029,000 
Expenditures for fixed assets................... 34,986,000 


Based on weighted average number of shares 
outstanding during the period. 
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Guelph, Ontario 
Enlarged and relocated 
March 1, 1978 


1977 
52 Weeks 


$2,093,378,000 


44,926,000 
.60 


18,077,000 
.24 


390,461,000 
5.18 


21,170,000 


27,700,000 


28,992,000 


15,938,000 


42,046,000 


Simpsons-Sears Limited 
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Sales millions of dollars 


Consolidated net sales of $2,541,669,000 in 
1978 (56 weeks) showed an increase of 21.4% 
over 1977 (52 weeks). The compounded 
average increase for the ten-year period 

1968 to 1978 was 16.7% per year. 


Net sales for the 52 weeks ended January 31,1979 
were $2,390,651 ,000, an increase of 14.2%. 


E Arnis aisors cia 


Consolidated net earnings, after taxes, which 
amounted to $57,725,000 in 1978 (56 weeks) 
showed an increase of 28.5% from 1977 (52 weeks). 
The compounded average increase for the ten years 
1968 to 1978 was 14.9% per year. 


Earnings per share, based on the weighted 
average number of shares outstanding during the 
year, were 76¢ in 1978 compared with 60¢ in 
1977 and 24¢ in 1968. 


Shareholders’ 
Equity 


Total shareholders’ equity increased from 
$135,937,000 at the end of 1968 to $436,137,000 at 
the end of 1978 and shows a compounded average 
annual growth of 12.4% over the ten-year period. 
Equity per share which was equivalent to $2.22 at the 
end of 1968 increased to $5.72 at the end of 1978. 


Year 1974 includes 53 weeks 


The overall performance of Simpsons-Sears Limited in 1978 
was one of the best in our 26-year history. 


At the same time, the year presented us with a difficult and 
complex evolution of events that resulted in the separation 
of Simpsons-Sears Limited and Simpsons, Limited and the 
acquisition of a minority interest in our Company by the 
Hudson’s Bay Company. 


It is appropriate, we feel, that our message to shareholders 
be expanded to reflect some of these events. We will review 
the year 1978 in financial terms, and comment on the present 
status and the future direction of our business as we 

now see them. 


The year in review 


In 1978 the Company changed its year end from the end of 
December to the end of January. Net sales for the 56 weeks 
were $2,541,669,000. To compare with last year, net sales for 


Jack C. Barrow Chairman of the Board 


the 52 weeks ended January 31, 1979 were $2,390,651 ,000, 
an increase of 14.2%. Net earnings were $57,725,000 for 

the 56 weeks compared with $44,926,000 for the 52 weeks 
of 1977. This represents earnings of 76¢ per share in 1978 
compared with 60¢ per share in the previous year. The 
earnings for the 52 weeks ended January 31, 1979 were 
substantially the same as the 56 weeks and are $58,398,000, 
an increase of 30.0% and equivalent to 77¢ per share. 

The improved results in 1978 are a return to more normal 
levels compared with recent years. 


Improvements in both sales and earnings in 1978 were due 
to a number of factors, among them sales stimulation created 
by our 25th Anniversary celebrations in all divisions of the 
Company, from coast to coast. While some of these events 
are outlined and illustrated in the editorial section of this 
report, it should be noted that they were basically sales, 
merchandising and profit oriented projects and thereby 
provided a distinct incentive to improved performance. 


As stated in our interim reports, results in the first 

six months of the year were adversely affected by a first 
quarter that yielded after tax earnings of $1,240,000 on 
net sales of $497,076,000. While sales were 11.9% higher 
than the first quarter of the previous year, the results were 
nevertheless disappointing. Sales and therefore earnings 
were affected by unseasonably cold weather in March 
and by the early Easter, both of which depressed seasonal 
merchandise sales. 


A strong second quarter brought consolidated net sales to 
$1,034,299,000 for the first six months, an increase of 
14.7% over the same period in 1977. Aggressive promotional 
activity in both catalogue and retail operations contributed 
to the strong second quarter. 


John D. Taylor President 


Net earnings for the first half were $7,110,000 compared with 
$5,545,000 the previous year, and net earnings per share of 
9¢ compared with 7¢ in the first half of 1977. 


We continued to hold our percentage increase in sales in 
the third quarter. Consolidated earnings in that quarter 
reached $10,976,000 or 15¢ per share. 


Nine month consolidated net sales were $1,609,000,000, 
an increase of 14.8% over the same period in 1977. Net 
earnings in the first nine months were $18,086,000 or 
24¢ per share, compared with $13,348,000 or 18¢ per 
share in the same period of 1977. 


As will now be evident, the strength shown in the second 
and third quarters continued through to year end, generating 
record sales and earnings. 


Quarterly dividends of 6¢ per share were paid during 1978 
for a total of 24¢ per share. In December 1978 a quarterly 
dividend of 9¢ per share was declared for payment in 
March 1979, an increase of 50%. 


Simpsons-Sears equity in earnings of associated companies 
contributed 7¢ per share to the earnings of the Company, 
compared with 5¢ per share in 1977. These associated 
companies are Allstate Insurance Company of Canada, 
Allstate Life Insurance Company of Canada, Photo Engravers 
& Electrotypers Limited, Inglis Limited and interests in 
shopping centres in which our stores are located. 


The Company contributed $10,791,000 to the employees’ 
Guaranteed Retirement Income Plan. This was in addition to 
$6,631,000 paid by the Company to the Canada and Quebec 
Pension Plans. Comparable contributions in 1977 were 
$7,962,000 to the Guaranteed Retirement Income Plan and 
$5,228,000 to the Canada and Quebec Pension Plans. 

In addition, $3,607,000 was contributed by the Company 

to the Plan for Sharing Profits with Employees to be added 
to employee deposits for the purchase of Simpsons-Sears 
Limited Class A shares. The 1977 Company contribution was 
$2,748,000. The total contribution by the Company to 

these plans amounted to $21,029,000 compared with 
$15,938,000 in 1977. 


Our expansion target for 1978 was met, with the opening of 
three retail stores—enlarged and relocated units at Guelph, 
Ontario and St. John’s, Newfoundland, and a new store at 
Red Deer, Alberta. In addition 104 Catalogue Sales Offices 
were added, bringing our total to 923 at year end. Capital 
investment for expansion in 1978 was $16,434,000. 


It is with regret that we announce the resignations from 

our Board of Directors of G. Allan Burton, Edgar G. Burton 
and Thomas J. Bell and with sadness that we note the passing 
of Charles L. Gundy, who was a strong and constructive force 
in the direction of Simpsons-Sears from the time of the 
Company's inception in 1953. 


Three Officers of the Company retired during 1978— 


H. Alexander King, Vice-President, Personnel, Joseph R. O’Kell, 


Vice-President and Secretary and Norman S. Cuthbert, Vice- 
President, Public Relations. Each made a valuable contribution 
to the success of the Company from its beginnings in 1953. 

We express our appreciation to them and wish them well 

in the years to come. 


Leslie Visosky was appointed Vice-President, Personnel, and 
J.J. Michael Eagan was appointed Secretary of the Company. 


The future direction of your company 


No recapitulation is necessary of events leading to the end 
of our 26-year association with Simpsons, Limited, which 
we look upon with deep regret, and of the Hudson’s Bay 
Company’s subsequent acquisition of a minority interest in 
our business. These events were well publicized. 


The Hudson’s Bay Company, under agreements made with 
the Federal Government, will not be active in the short or 
long-term management or control of our Company. 


Our first challenge is to continue to improve sales and 
profits and to continue the growth of our Company through 
our anticipated expansion programme of three new retail 
stores and 20 new Catalogue Sales Offices each year for 
the next five years. Long-range store location plans will 
now reflect the fact that we are no longer subject to the 
geographical restrictions contained in the former 
agreement with Simpsons, Limited. 


Our second challenge is to implement the significant changes 
reflecting the complete but gradual separation of our 
operations from those of Simpsons, Limited. The philosophy 

of our disengagement with Simpsons can be characterized by 
the words ‘‘gradual and orderly” involving, as it does, many 
areas in which Simpsons, Limited and Simpsons-Sears Limited 
became interlocked over our 26-year partnership. Task forces 
of both companies are at work on this undertaking, and we 

do not expect any significant difficulties during this 

period of transition. 


We are reporting regularly to all employees as to the 
changes we anticipate and particularly on matters which 
directly affect customer relations during this period of 
transition. The prevailing policy, over the months of 
change that lie ahead, is that in all decisions our first 
consideration will be to protect the interests of Simpsons- 
Sears, its employees, its shareholders and our millions 

of customers throughout Canada. 


Chairman of the Board 


President 


April 16, 1979 


What happens to our sales dollars? 


The major costs of our business With the remainder we pay and earn 
$511 MILLION—Wages, Salaries and Benefits $71 MILLION—Interest 

Including all benefits, such as company On money borrowed for 

participation in pension plans, profit expansion and other financing 

sharing, sick pay, vacation pay, group requirements of the business. 


life insurance and extended health care. 
$66 MILLION—Taxes 


Corporate Federal and Provincial 


$1.8 BILLION—Merchandise, Other Operating 


and Administrative Costs income taxes, provincial capital 
Included in our operating and taxes...municipal realty 
administrative costs are advertising and business taxes. 
and catalogue production, 
transportation of goods, our buying $32 MILLION—Depreciation 


organization, etc. 


Provision for replacement of 
our buildings and equipment. 


$58 MILLION—Net Earnings 
For reinvestment in the business 
($37 million) and payment of 
dividends to shareholders ($21 million). 


oo 


Its been a great year! Jp 


$2.5 billion in our 25th Anniversary year. 
That’s our achievement. It represents p — 
not only one of the best years in our history 
but the enthusiastic involvement of all 
employees in 25th Anniversary projects, 
contests and awards throughout the 
Company—from coast to coast. 


Some of the excitement of the year is 
recaptured in our artist's montage. Retail, 


catalogue, credit and headquarter’s wel i XY. \ 
contests. Breakfasts, dinners and coffee ( ees f c \ 
parties. Fashion shows, trips, even a rodeo. ae « te y 


Prizes for the best slogans—and the best 
smiles. All topped off by J.C. Barrow 
awards and citations marking the 
special achievements in and of our 
25th Anniversary year. 


Sears...and Canada 


You will find Sears people involved, 
active in their communities. Sears and 

its people voluntarily support cultural 

and humanitarian causes across Canada. 


More than 60,000 regular and part time 
Sears people—and their families are 
consumers, taxpayers and contributors 
to the quality of life in their 
communities—across Canada. 


45,000,000 catalogues a year make Sears 
one of the largest customers of Canada’s vital 
forest products industry. An example of our 
purchasing of goods and services, over and 
above the products we buy and merchandise. 


Sears is a major Canadian 
advertiser in all media, 
including over 65 newspapers, 
100 radio stations, 50 television 
stations from coast to coast, 
and in other publications. 


85% of Sears purchasing is 
done in Canada. Our impact is 
to some extent measurable by 

employment opportunities of 
more than 10,000 Canadian 
suppliers with whom we 

do business over the year. 


Sears pays approximately 
$26,000,000 in local 
taxes in 550 Canadian 
communities where our 
facilities are located. 
(This figure is equal to 

all tax revenue fora 
city of 84,000 people.) 


The movement of Sears 
products—from suppliers to 
depots and stores and to our 
millions of customers throughout 
Canada-involves a fleet of more 
than 1400 trucks, from light 
vans to tractor trailers. 


Sears expansion 
provides future local 
employment in the 
construction and 
staffing of new 
facilities, 15 full-line 
department stores 
and 100 Catalogue 
Sales Offices over 
the next five years, 
added to the 63 
retail stores and 923 
Catalogue Sales 
Offices already 

in operation. 
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Simpsons-Sears Limited 


Consolidated Earnings 
Net sales, including service charges on instalment sales 


Rentals and other income 


Deduct: 
Cost of merchandise sold and selling, 
operating and administrative expenses............. 


Depreciation 


Interest on long-term debt 
(including amortization of discount and expense) ... 


Other interest 


Earnings from operations before income taxes......... 
Income taxes: 
Current (Note 10) 


Deferred 


Earnings from operations 


Equity in earnings of associated companies 
Net earnings for the period 


Net earnings per share 


Consolidated Retained Earnings 


Balance at beginning of period 


Net earnings for the period 


Dividends declared (27¢ per share; 1977—24¢) .............. 


Balance at end of period 


Fifty-Six Weeks Ended 
January 31, 1979 


Fifty-Two Weeks Ended 


January 31, 1979 


Fifty-Six Weeks Ended 
January 31, 1979 

$ 204,697,000 
57,725,000 
262,422,000 


20,526,000 


$ 241,896,000 


(unaudited) 
$2,541,669,000 $2,390,651,000 
4,882,000 4,882,000 
2,546,551,000 2,395,533,000 
2,327,702,000 2,182,641,000 
31,923,000 30,171,000 
52,446,000 48,954,000 
18,766,000 17,878,000 
25,793,000 23,939,000 
2,456,630,000 2,303,583,000 
89,921,000 91,950,000 
31,628,000 32,984,000 
5,875,000 5,875,000 
37,503,000 38,859,000 
52,418,000 53,091,000 
5,307,000 5,307,000 

$ 57,725,000 $ 58,398,000 
$ 76 $ WEL 


January 4, 1978 


$2,093,378,000 
2,895,000 
2,096 ,273,000 


1,916,152,000 
28,992,000 


43,995,000 
17,345,000 
21,170,000 
2,027,654,000 
68,619,000 


23,265,000 
4,435,000 

__ 27,700,000 
40,919,000 
4,007,000 
$44,926,000 
$ .60 


Fifty-Two Weeks Ended 


January 31, 1979 
(unaudited) 


$ 204,024,000 
58,398,000 
262,422,000 
20,526,000 

$_ 241,896,000 


January 4, 1978 


$ 177,848,000 
44,926,000 
222,774,000 
18,077,000 
$_204,697,000 


Simpsons-Sears Limited 


Consolidated Statement of 
Changes in Financial Position 


Fifty-Six Weeks Ended 
January 31, 1979 


Source of Working Capital 


NEU SRITMINGS HOF UNS OEMOGC ss sac oh soe ncadeseseocsaancanaus $ 57,725,000 
Non-cash charges deducted in arriving at net earnings, 
principally depreciation and deferred income taxes ........ 35,338,000 
Equity in earnings of associated companies less 
dividends received of $762,000 (1977—$869,000) .......... (4,545,000) 
Working capital from operations............................. 88,518,000 
Proceeds from issue of long-termdebt....................... 31,675,000 
RECeIDISIONISAleS Of Capital StOC kqaey seer eee 8,496,000 
Decrease in investments and advances ...................... 7,947,000 
DisposaltotsXedkaSSelG meme sete te eae ranean woe Pan ae ares 454,000 
137,090,000 
Use of Working Capital 
Soe MalUS el UNCC ERSEAG soca ssntaconguecaacosaenuovmuane 34,986,000 
SUSE CH UCING UCI CEN. cco bon bocavanuouadsarasanaagecns 33,846,000 
Increase in investments and advances ....................... 2,129,000 
DIWMIGIEINCSCISENRl nob coon cue sd coon edbuognaeend ed Gage 20,526,000 
91,487,000 
Resulting in an increase in working capitalof................. $ 45,603,000 


Workingicapital atend Of period... 22.2.2 255. .> 2.15 .anaeee = 


$603,194,000 


Fifty-Two Weeks Ended 


January 4, 1978 


$ 44,926,000 


31,069,000 


(3,138,000) 


72,857,000 
57,950,000 
2,060,000 
4,597,000 
281,000 


137,745,000 


42,046,000 
3,698,000 
3,006,000 


18,077,000 


66,827,000 


$_70,918,000 
$557,591,000 


St. John’s, Newfoundland 
Enlarged and relocated 
September 27,1978 


Simpsons-Sears Limited 


Assets 


Current Assets 


AccountsmeceiVialsler(NOtCr4)) serene teeeea naar ne ene 
INVENTOTICS +9 )5.2) Sei eeee eS ale eet toe ee ee ae 


Prepaid advertising and other charges .................... 


Investments and Other Assets 
Investments and advances (Note 5)....................... 


Notes receivable on sales of Class A shares of 
Simpsons-Sears Limited under the 
Employees’ Stock Purchase Plan...................... 


Fixed Assets, at cost 


BulldingsanaiimprOvenme its s rasa len nner 


EC UTFOMTANEY ME EVING] PMR - se ppc noes Gass vaesunseavesoas 


Less accumulated depreciation 


Unamortized Bond and Debenture Discount and Expense 
and Unrealized Foreign Exchange Losses 


Tn Ny 
Wi | ey | mM so vi i 


et 


January 31, 1979 


January 4, 1978 


$ 4,120,000 $ 5,909,000 
555,842,000 522,612,000 
433,621,000 402,398,000 

47,706,000 42,340,000 
1,041,289,000 973,259,000 
33,143,000 34,416,000 
3,563,000 3,582,000 
36,706,000 37,998,000 
23,614,000 23,473,000 
264,515,000 260,407,000 
176,693,000 157,934,000 
464,822,000 441,814,000 
139,107,000 118,708,000 
325,715,000 323,106,000 
6,481,000 5,564,000 


$1,410,191,000 


Red Deer, Alberta 


$1,339,927,000 


Opened October 4, 1978 


Liabilities 


Current Liabilities January 31, 1979 


Bank advances and short-term notes (Note 6) $ 176,043,000 


January 4, 1978 


$ 183,061,000 


ACCOUNTS Pavablegenns eye. tee area cee een sh as ee 112,667,000 115,104,000 
[Nexo OreXolieleMhES. +s ¢ wth eoS eds coe Sauawwedes aces boo 72,171,000 65,464,000 
INCOmeranarcothetetaXCS saint ne en nnn 42,280,000 42,132,000 
Contribution payable to Simpsons-Sears 
PEA Or SIMEMMMG) IPROUNGS:. oo sca se sagoagncanecvagonasssse 3,607,000 2,748,000 
Principal payments on long-term debt 
due within one year (Note 7) .................... 24,459,000 2,640,000 
Dividendipavable Mac himlio1\O4 9 rayne een nner nen 6,868,000 4,519,000 
438,095,000 415,668,000 
Long-Term Debt (Note 7).............. 0, 512,003,000 512,176,000 
Deferred Income Taxes.................. 0... eee. 23,956,000 21,622,000 
974,054,000 949,466,000 
5 s 
Shareholders’ Equity 
Capital Stock (Note 8) 
Authorized shares of no par value— 
16,000,000 Class A shares 
32,000,000 Class B shares 
32,000,000 Class C shares 
Issued— 
14,690,776 Class A shares 
(Jandary 421978—13: (01,249) 00., <a aa PA pe 65,297,000 56,820,000 
SOLA OOOIG lass BishareSmare aie n aren ae, 64,472,000 64,472,000 
£03] 1 OWO GSS GONEIES: . oes sb a¢anceanawssoavednse 64,472,000 64,472,000 
194,241,000 185,764,000 
Retained EarmingSs eb. ia ee 241,896,000 204,697,000 
436,137,000 390,461,000 


$1,410,191,000 


$1,339,927,000 


Approved by the Board: J.C. Barrow Director J). |B). Taylor Director 
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Simpsons-Sears Limited 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 


Principles of Consolidation: 


The consolidated financial statements include the accounts of 
Simpsons-Sears Limited and all subsidiaries. Net assets and net 
earnings attributable to minority interests are not significant 
and are not separately reported in the consolidated financial 
statements. 


Inventories: 


Inventories are valued at the lower of approximate cost and 
realizable value. Cost is determined for catalogue order 
inventories on a first-in, first-out or average cost basis applied 
by individual items, for retail store inventories on a first-in, 
first-out basis applied by the retail inventory method, and for 
supplies and miscellaneous inventories on a first-in, first-out 
or average cost basis applied by individual items. 


Investments: 


Investments in associated companies are carried at cost plus 
the equity in undistributed earnings since dates of acquisition. 
All other investments are carried at cost. 


Depreciation, Amortization, Repairs and Maintenance: 


Depreciation and amortization provisions are generally 
computed by the straight-line method at rates based on the 
estimated useful lives of the depreciable assets. The depreciation 
rates range from 2% to 2%% for buildings and improvements and 
from 10% to 25% for equipment and fixtures. 


Temporary equipment (short-lived equipment such as wood 
shelving, stock boxes, display equipment, awnings, shades and 
certain types of floor coverings) acquired for a retail store on 

or prior to opening are amortized over a period of five years 
and, with some exceptions, the costs of other temporary 
equipment are amortized over a twelve month period. 


Expenditures for maintenance and repairs are charged to 
earnings as incurred and expenditures for major renewals and 
betterments are capitalized. 


The cost and accumulated depreciation in respect of property 
retired or sold are eliminated from the asset and related 
depreciation accounts. Profits and losses on such retirements 
or sales are included in earnings. 


Unamortized Bond and Debenture Discount and Expense: 


Bond and debenture discount and expense are amortized by 
the reducing balance method or by the straight-line method, 
as applicable, to the due dates of the respective bonds and 
debentures. 


Income Taxes: 

Income taxes are accounted for on the tax allocation basis which 
relates income taxes to the accounting income for the year. 
Profits on Instalment Sales: 


Profits on instalment sales, but not the service charges on such 
sales, are taken into earnings at the time of sale. The service 
charges are taken into earnings as earned. 


Foreign Currency Translation: 


Long-term debt payable in U.S. dollars is translated at the 
exchange rate in effect at the balance sheet date. Unrealized 
foreign exchange gains and losses are deferred and amortized 
over the remaining life of the debt. 


Pensions: 


Current service costs under the Company's Guaranteed 
Retirement Income Plan are charged to operations as they accrue. 
Prior service costs are charged to operations as they are funded. 


Net Earnings per Share: 


The calculation of net earnings per share shown on the consolidated 
statement of earnings is based on the weighted average number of 
shares outstanding during the period. 


The Companies Act of British Columbia: 


The consolidated financial statements do not purport to comply with 
certain disclosure requirements unique to the Companies Act of 
British Columbia. 


2. CHANGE OF FISCAL YEAR END: 


On December 15, 1978, shareholders approved a change in the 
fiscal year end of the Company from the first Wednesday to the 

fifth Wednesday following the first day of January. As a consequence 
of this change, the consolidated statements of earnings, retained 
earnings and changes in financial position cover the fifty-six weeks 
ended January 31, 1979 and, for comparative purposes, unaudited 
amounts are also shown for the fifty-two weeks ended on that date 

in the consolidated statements of earnings and retained earnings. 


3. CHANGE OF ACCOUNTING POLICY: 


In 1978 the Company adopted the accounting policy of translating 
long-term debt payable in U.S. dollars at the exchange rate in 
effect at the balance sheet date. Previously long-term debt was 
translated at historical exchange rates. The effect of this change 
was to decrease net earnings in 1978 by $273,000. There was no 
material effect on prior years and accordingly this change has not 
been applied retroactively. 


4. ACCOUNTS RECEIVABLE: 
Customer instalment accounts 


January 31,1979 January 4,1978 
$511,193,000 $483,844,000 


Miscellaneous accounts 59,659,000 53,946,000 
570,852,000 537,790,000 
Less allowance for doubtful accounts 15,010,000 15,178,000 


$555,842,000 $522,612,000 
In accordance with recognized trade practices, customer instalment 
accounts include amounts which will not become due within one year. 


5. INVESTMENTS AND ADVANCES: January 31,1979 January 4, 1978 


Associated companies oe. $ 30,606,000 $ 24,532,000 
Other, principally real estate advances 2,537,000 9,884,000 


$ 33,143,000 $ 34,416,000 


The Company’s equity in the net assets of the associated companies 
as shown in their financial statements approximates the carrying value 
thereof. The investments in associated companies include a 25% share 
interest in each of Allstate Insurance Company of Canada and 

Allstate Life Insurance Company of Canada, a 45% share interest in 
Photo Engravers & Electrotypers Limited and a 20% share interest 

in Inglis Limited and interests in shopping centres in which the 
Company's stores are located. 


6. BANK ADVANCES AND SHORT-TERM NOTES: 


Bank advances include demand notes of $6,000,000 at January 31, 
1979 and at January 4, 1978 secured by the pledge of Secured 
Debentures Series A, payable on demand, of Simpsons-Sears 
Acceptance Company Limited. 


The Company has agreed to give its bankers a charge on inventories 
to secure its short-term bank loans which were outstanding in the 
amount of $31,346,000 at January 31, 1979. 


7. LONG-TERM DEBT: 


Simpsons-Sears Limited 
First Mortgage Bonds— 
4%2% Series B due April1,1979 ... 
5% % Series C due August 15, 1985 
7%% Series D due February 15, 1991 
8%% Series E due May 1, 1993 
Debentures— 
10%% Series A due August 15, 1979 
11% Series B due August 15, 1994 
10% Series C due June 15, 1982 
11%% Series D due June 15, 1995 
4%% Convertible due October 15, 1988 
(Note 8) 
Floating rate Series E due 
December 31, 1987 
10%2% Unsecured Notes due May 28, 1979 


Simpsons-Sears Acceptance Company 

Limited Secured Debentures— 
6% % Series B due February 1, 1980 
5% % Series C due February 1, 1980 

(U.S. $5,000,000) (Note 3) 

5%% Series D due July 1, 1981 
5%% Series E due March 1, 1985 
6%% Series F due March 1, 1986 
7% Series G due November 1, 1986 
7%% Series H due August 15, 1987 
8%% Series I due June 15, 1989 : 
9%2% Series J due February 1, 1990 
8%% Series K due May 15, 1992 
9%% Series L due March 15, 1994 
11%% Series M due November 15, 1994 
11%% Series N due November 15, 1994 
9%% Series O due August 1, 1983 
10%% Series P due November 15, 1996 
10%% Series Q due November 15, 1988 
9%% Series R due March 15, 1984 
10% Series S due July 15, 1998 


Simpsons-Sears Properties Limited 

mortgage and bond indebtedness— 
4% to 6% payable in monthly 
instalments of principal and interest 
and maturing at various dates from 
1985 to 1998, including $7,594,000 
(U.S. $6,342,000) at January 31, 1979 
and $7,233,000 (U.S. $6,738,000) at 
January 4, 1978 payable in U.S. funds. 
(Note 3) 


St. Laurent Shopping Centre Limited— 
8% First Mortgage Sinking Fund Bonds 
due June 1,1993 ... : 
10%% General Mortgage Bonds 
Series A due June 1, 1993 


Less principal payments due within one 
year included in current liabilities 


January 31,1979 


$ 625,000 
5,295,000 
24,598,000 
25,000,000 


15,000,000 
35,000,000 
35,000,000 
35,000,000 


1,764,000 


25,000,000 
5,000,000 


207,282,000 


20,000,000 


5,988,000 
15,000,000 
10,000,000 
10,000,000 
12,200,000 
12,400,000 

8,700,000 

6,670,000 
25,000,000 
24,800,000 
18,920,000 

6,800,000 
19,230,060 
35,000,000 
10,000,000 
30,000,000 
32,000,000 


302,708,000 


9,573,000 


13,431,000 


3,468,000 
16,899,000 
536,462,000 


24,459,000 
$512,003,000 


January 4,1978 


$ 849,000 
5,995,000 
25,213,000 
25,000,000 


15,000,000 
35,000,000 
35,000,000 
35,000,000 


9,343,000 


25,000,000 
5,000,000 


216,400,000 


20,000,000 


4,880,000 
15,000,000 
10,000,000 
10,000,000 
12,200,000 
12,400,000 

8,700,000 

6,670,000 
25,000,000 
25,000,000 
19,565,000 

7,225,000 
19,930,000 
35,000,000 
10,000,000 
30,000,000 


271,570,000 


9,262,000 


14,084,000 


3,500,000 


17,584,000 


514,816,000 


2,640,000 
$512,176,000 


The First Mortgage Bonds of Simpsons-Sears Limited, 
the mortgage and bond indebtedness of Simpsons-Sears 
Properties Limited, and the First Mortgage Sinking Fund 
Bonds of St. Laurent Shopping Centre Limited are primarily 
secured by first charges on the fixed assets of those 
companies. The 10%2% General Mortgage Bonds Series A 
of St. Laurent Shopping Centre Limited are secured 
primarily by asecond charge on the fixed assets of the 
company. The Debentures of Simpsons-Sears Limited 
are secured, subject to the security given on its First 
Mortgage Bonds, by a floating charge on all the 

assets of the Company. The Secured Debentures of 
Simpsons-Sears Acceptance Company Limited are 
secured by an assignment of the customer instalment 
accounts receivable referred to in Note 4. 


The 4%% Convertible Debentures were convertible at the 
holder’s option at any time up to October 16, 1978 into 113 
Class A shares per $1,000 principal amount of debentures. 


The Series E Debentures of the Company, which are 
redeemable at its option subsequent to December 31, 1982, 
bear interest for each interest period at a rate equal to 

the aggregate of the average daily prime lending rate of 

the Company’s two principal bankers for the 

interest period and 2%. 


Subsequent to 1979, principal payments required on long-term 
debt for the years shown are as follows: 

1980—$32,607,000 1982—$47,179,000 
1981—$27,027,000 1983—$29, 270,000 


8. CAPITAL STOCK: 


During the fifty-six weeks ended January 31, 1979, $7,579,000 
principal amount of 4%2% Convertible Debentures were converted 
into 856,427 Class A shares. A further 133,100 Class A shares 
were issued under the Employees’ Stock Purchase Plan for 
$898,000, being their market value at time of issue. 


All classes of shares rank equally in all respects except that 

the Class A shares are non-voting and are entitled to a non- 
cumulative preferential dividend of 2'12¢ per share in any year. 
After payment of a similar dividend to the holders of the Class B 
and Class C shares all three classes rank equally as to dividends. 


9. COMMITMENTS: 


The charge against earnings for the Company’s 
Guaranteed Retirement Income Plan was $10,791,000 for 
the fifty-six weeks ended January 31, 1979 ($7,962,000 
for the fifty-two weeks ended January 4, 1978). The 
unfunded obligation for past service under this plan, 
estimated by independent actuaries to be approximately 
$64,600,000 at January 31, 1979, is to be funded and 
charged to earnings by annual payments to 1990. 


Minimum fixed rentals, exclusive of property taxes, 
insurance and other expenses payable directly by the 
Company, under leases having an initial term of more 
than one year are as follows: 


1979—$29,928,000 1984-1988—$92,566,000 
1980—$26, 750,000 1989-1993—$84 404,000 
1981—$24,790,000 1994-1998—$73,959,000 
1982—$22,017,000 1999- and 

1983—$20,284,000 thereafter—$91,348,000 


Total rentals charged to earnings under all leases for the fifty- 
six weeks ended January 31, 1979 amounted to $34,668,000 
($28,849,000 for the fifty-two weeks ended January 4, 1978). 


continued on next page 
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Simpsons-Sears Limited 


10. INCOME TAXES: 

Current income taxes for the fifty-six weeks ended 

January 31, 1979 have been reduced by approximately 
$6,400,000, and for the fifty-two weeks ended January 4, 1978 
by approximately $5,600,000, as a result of the 3% 

inventory allowance for income tax purposes. 


11. REMUNERATION OF DIRECTORS AND OFFICERS: 


For the fifty-six weeks ended January 31, 1979, seven (1977—six) 
directors received remuneration amounting to $35,000 

($35,000 for the fifty-two weeks ended January 4, 1978); the 
remaining seven (1977—eight) directors received no remuneration 
as directors. The remuneration of fourteen officers, two of 

whom are also directors, amounted to $1,642,000 ($1,426,000 

for the fifty-two weeks ended January 4, 1978). 


Ten Year Summary 


Years 1969 to 1972 inclusive are restated for accounting 
changes applied retroactively in 1973. 


12. ANTI-INFLATION PROGRAM: 

The Company and its subsidiaries were subject to, and 
believe that they have complied with, controls on prices, 
profits, compensation and dividends under the Federal 
Government’s anti-inflation program. 


13. CAPITAL EXPENDITURES: 


Capital expenditures for the fiscal year ending January 30, 
1980 are estimated at approximately $43,000,000. 


Results for the year (in thousands) eee ee 
Net Sales: water Aco a. ae $2,541,669 $2,093,378 | 
Depreciation sewer... 00. one 31,923 28,992 
INCOMe tax CS yaa nn nen nr 37,503 27,700 
NEU CEMMINGS 6 coe cc oor ennono vac 57,725 44,925 
Dividends declared............. 20,526 18,077 
Expenditures for fixed assets... . 34,986 42,046 
Year-end position (in thousands) 

INVEN{ONeS 2 tees are. come eee 433,621 402,398 | 
Fixed assets (net) .............. 325,715 323,106 
otaliassets se ee ee 1,410,191 1,339,927 
VWVOGKINGiC ap] tc it iii 603,194 S}87/ ONS) 
ZORG-tCKkCCD aia 512,003 512,176. 
Shareholders’ equity ........... 436,137 390,461. 
Per share of capital stock (in dollars) 

NetiearningS comesss anise 76 60 
Dividends declared............. 27 24. 
Shareholders’ equity ........... Seine 5.18 


1976 


$1,890,827 
26,566 
26,906 
33,174 
18,037 
40,305 


381,653 
310,333 
1,238,070 
486,673 
457,407 
362,597 


4 
24 
4.82 


= | 
Auditors’ Report 
To the Shareholders of Simpsons-Sears Limited: 


We have examined the consolidated balance sheet of Simpsons-Sears Limited as at January 31, 1979 and 
the consolidated statements of earnings, retained earnings and changes in financial position for the fifty- 

six weeks then ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Company 

as at January 31, 1979 and the results of its operations and the changes in its financial position for the fifty-six 
weeks then ended in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Pole Atos © Co 


Toronto, April 6, 1979 Chartered Accountants 


1975 1974 1973 1972 1971 1970 1969 


53 Weeks 


$1,548,600 $1,341,128 $1,073,467 $894,066 $765,778 $646,888 $615,011 


23,195 18,583 14,876 12,618 11,313 7,884 6,508 
28,993 34,620 27,974 23,868 19,409 12,637 15,530 
32,118 34,454 30,275 26,659 19,703 WATANe 15,837 
WE eS: 14,914 eoutte) ecu 7;562 7,497 7,404 
69,664 70,270 35,996 34,598 29,545 36,380 24,257 
279,503 268,738 203,885 164,142 136,564 114,201 120,167 
298,389 254,106 204,442 183,462 163,962 147,088 106,557 
1,050,597 941,083 775,598 654,868 564,039 499,528 450,150 
431,586 343,799 286,154 274,565 228,123 202,928 194,035 
402,573 342,423 254,073 246,603 227,220 199,138 163,981 
345,066 269,476 248,043 220,379 1 TAS) AON, 160,531 150,537 
47 fi 45 41 Ot aa .26 

.24 VE .20 We ie oe 12 
4.60 3.97 3.67 3.31 2.78 2.56 2.44 
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Simpsons-Sears 
Interim Report 


to Shareholders 


for six months ended August 1,1979 


Directors To the Shareholders 

Jack C. Barrow Alfred Powis CONSOLIDATED NET SALES were $1,132,792,000, an 
Michel F. Bélanger C. Richard Sharpe increase of 8.1% over the same period in 1978. 

Robert J. Collins-Wright John D. Taylor NET EARNINGS were $10,336,000 compared with 
Harold Corrigan Edward R. Telling $7,709,000 the previous year. The results for 1978 have 
William A. Dimma James M. Tory been restated to cover a comparable 6 months which 


hae ‘ reflects the change in the Company’s fiscal year end. 
John F. Gallagher William P. Wilder Net earnings per share were 14¢ compared with 
MacLean E. Jones Arthur M. Wood 10¢ in 1978. 


Jack F. Kincannon 
Arthur H. Mingay 


Crowdus Baker (Honorary Director) The results for the first 6 months, while moderately 
improved, were affected by poor spring weather and some 
resistance to higher prices. The outlook for fall is good 
based on high consumer confidence and the traditionally 


Officers strong fall retail period. 


Quarterly dividends of 9¢ per share were paid to 
shareholders on March 15 and June 15, 1979. 


James W. Button (Honorary Director) 


C. Richard Sharpe Chai f the Board and Chief Executive Offi 
P SIRS yf Aes ak ee ace aa A dividend of 9¢ per share has been declared 

John D. Taylor President and Chief Operating Officer payable on September 14, 1979. 

C. Lester Bishop Vice-President, Finance , , ; . 
Our expansion program this year includes the opening 

Alex Campbell Vice-President, Operating in October of two new full-line retail department stores 

David S. Chapman Vice-President, Merchandise Distribution (Cornwall, Ontario and Medicine Hat, Alberta) as well as 

J. J. Michael Eagan Vice-President and Secretary approximately 85 Catalogue Sales Offices throughout 
the country. 

Frank R. Hammond Vice-President, Retail y | 

Robert J. Knox Vice-President, Public Relations 


Kenneth A. McCartney Vice-President, Merchandising 


_ 
Morgan Reid Vice-President, Planning and Development Pe 

Leslie Visosky Vice-President, Personnel LA : : LOE ES 

James E. Copland Corporate Comptroller C.R. Sharpe J.D. Taylor 
Larry E. Ginther Treasurer Chairman of the Board President 


September 10, 1979 
TRANSFER AGENT The Royal Trust Company 


AND REGISTRAR Toronto, Ont. Simpsons-Sears Limited, 
Montreal, P.Q. 222 Jarvis Street, 
Calgary, Alta. Toronto, Ontario, Canada, 


M5B 2B8 


Simpsons-Sears Limited and Subsidiary Companies 


interim Consolidated Statement of Earnings 


(in thousands) 


26 Weeks Ended 


August 1, 1979 


Net Sales), 2.052 526 Cees Ge Aa re leer ee re eee: $1,132,792 
Earnings from operations before income taxes......... 58 ee ne ae 6,986 
Provision foninGomeitaxes a. = see enue aii e er eMMERNGIGE 6. - we «are ee ata legney ter 707 
Earnings from operationS®..5: Jy-neeee eee geet meet - Nea farce rE 6,279 
Equity in earnings of associated companies ........... ES ore eas. af 4,057 
Netiearnings for the period) ©. 2.22.2. eee ay ee a ae, on 10,336 
PerShare 206 ec ee as ee REDD 53 3 205 1s es ete ne .14¢ 


*1978 figures have been restated 
to reflect the change in the Company's fiscal year end. 


Unaudited and subject to year-end adjustments. 


Changes in Financial Position 


(in thousands) 


August 2, 1978* 
$1,047,617 


26 Weeks Ended 


6,066 
423 
5,643 
2,066 
7,709 
.10¢ 


Source of Working Capital: August 1,1979 August 2, 1978* 
Net earnings for the period. ... 2.0.0... 6.6. eee dee ee eee eee $ 10,336 $ 7,709 
Non-cash charges deducted in arriving at earnings, 

principally depreciation ...... 3. 92205 wenes ee = ay Lo gC ET 15,783 14,516 
Equity in undistributed earnings of associated companies ............. (3,705) (1,821) 
Working capital from operations.............-.-+:. : td eee 22,414 20,404 
Proceeds from issue of long-term debt............. cen sl ee _ 31,675 
Receipts on sales of capitalstock................-.. a ge Atcha 812 2,901 

23,226 54,980 

Use of Working Capital: 

Expenditures for fixed assetS .......-.... 0. sense cece eee eee a 10,709 11,368 
Increase in investments and advances ............. Seog S paceawente 3,135 1,635 
Retirement of long-term debt. ....... 2... . see e ede eee eee ee eee ee 32,260 9,538 
Dividends: declared! 5 5. oa. k nme seine oo romero Foe ee ee 13,736 9,079 

59,840 31,620 
Resulting in an increase (decrease) in working capitalof.............. $ (36,614) $ 23,360 


“4978 figures have been restated 
to reflect the change in the Company's fiscal year end. 


Unaudited and subject to year-end adjustments. 


Rapport intérimaire 
Simpsons-Sears 
aux actionnaires 


pour les six mois échus le ter aout 1979 


Aux actionnaires 


_ Administrateurs 
) : LES VENTES NETTES CONSOLIDEES ont atteint 
; 
gock C. Barrow C. Richard Sharpe $1,132,792,000, soit une augmentation de 8.1% par 
_ Michel F. Bélanger John D. Taylor rapport a la période correspondante de 1978. 
| Robert J. Collins-Wright Edward R. Telling LES BENEFICES NETS ont atteint $10,336,000 a comparer 
Harold Corrigan James M. Tory a $7,709,000 I’année précédente. En raison du changement 
William A. Dimma William P. Wilder de la fin de l’exercice fiscal de la société, les résultats 
de l’année 1978 ont été redressés pour rendre possible 
John F. Gallagher Arthur M. Wood la comparaison sur six mois. Les bénéfices nets par 
MacLean E. Jones Grawdus Baker action ont atteint 14¢ a comparer a 10¢ en 1978. 
| Jack F. Kincannon catia iat edi nouoralrie) Les résultats des six premiers mois, qui traduisent 
Arthur H. Mingay James W. Button cependant une légére augmentation, ont été affectés par le 
Bitrad Powis (administrateur honoraire) mauvais temps du printemps et par une certaine résistance 
du public a l’augmentation des prix. Au seuil de |’automne, 
période traditionnellement active, la Société, qui peut 
| compter sur la confiance des consommateurs, envisage 
. Membres de Ia direction avec plus d’optimisme les mois a venir. 
| Des dividendes trimestriels de 9¢ par action ont été 
C. Richard Sharpe Président du Conseil et directeur administratif payés aux actionnaires le 15 mars et le 15 juin 1979. Un 
John D. Taylor Président et directeur de la gestion dividende de 9¢ par action a été déclaré Bavanierau 
2 14 septembre 1979. 
. C. Lester Bishop Vice-président, finances ’ 
NBAIex C bell af Notre programme d’expansion comprend, cette année, 
ee pve co erteside pt. gecton l’ouverture en octobre de deux magasins offrant toutes nos 
David S. Chapman Vice-président, distribution de la marchandise gammes de produits et de services (a Cornwall en Ontario 
J.J. Michael Eagan Vice-président, secrétaire général eta Medecine Hat en Alberta) ainsi que de 85 bureaux 
Frank R. Hammond Vice-président, magasins de'vente environ dans tout le Canada. 


Robert J. Knox Vice-président, relations extérieures 
| Le Président 


| Kenneth A. McCartney Vice-président, commercialisation du conseil d’administration DelPrésident 
a Morgan Reid Vice-président, prévisions et expansion Ze 

th 

i Leslie Visosky Vice-président, personnel ek aaa Jago 
. James E. Copland Contrédleur général Pas Fede? Sharpe MD) Taylor 
Larry E. Ginther Trésorier 

| Le 10 septembre 1979 

’ 

_ AGENT DE VIREMENT The Royal Trust Company Simpsons-Sears Limitée, 

_ ET D'ENREGISTREMENT Toronto, Ont. 222 Jarvis Street, 

" Meeneeteic Toronto, Ontario, Canada M5B 2B8 


if 


.% 
‘hr 


| 
i Calgary, Alta. 


Simpsons-Sears Limitée et ses filiales 


Etat consolidé intérimaire des bénéfices 


(En milliers de dollars) 


Pour les 26 semaines échues le 
Jeraodt1979 2ao00t1978* 


Ventesineties tea. a nakecs ind. beatae at co; oa) ee Oe eee $1,132,792 $1,047,617 
iG reVvenu: ....22. 22. 6,986 6,066 
423 
5,643 
Part des bénéfices de sociétés associées ...........§. 0 ee 4,057 2,066 


Bénéfices d’exploitation avant provision pour impéts st 


Provisioninounim POs Sumlene vents en a2) ekes . uk. repeemieennne errant ier at 707 


Bénefices:diexplottanione sya. es faepnee cerca oe one o>, Sr eee een ee 6,279 


Beneficesmetsipour lanneniOde. ss sa. ce cas sa: . Sonar eee eee ea 10,336 7,709 
Mekal ge: (CLUCG) tare 5 i Ge ne Mer tes rie oy ee ein ee GROMER (ew 8% Oh als Rael ull dele? .14¢ 10¢ 


*Les chiffres de 1978 ont été redressés pour tenir 
compte du changement de Ia fin de l'année fiscale de la société. 


Non vérifié et sujet aux redressements de fin d’année 


Evolution de la situation financier 


(En milliers de dollars) 


Pour les 26 semaines échues le 
teraodut1979 2ao0ut1978* 


$ 7,709 


Provenance du fonds de roulement: 


Bénericesimetsdelliexerciees ye a sas cists at y «7 col MRIRU ER oe een ne 10,336 


établissement des bénéfices nets, principalementjamortissements ....... 15,783 14,516 


Sea a eee AS (3,705) (1,821) 


Fonds de roulement provenant de l’exploitation ...5..................05. 22,414 20,404 


Produitidetaidetieralongitenme: aut ae. accu. «,. < o.oo ee ee — 31,675 
CUONS 3; ie5.. one 812 2,901 


23,226 54,980 


Recettes provenant de la vente d’actions du capital-a 


Affectation du fonds de roulement: 


DepensesicnimmMmobtisatlomSe, ncn se: «ses 6 cs Seinen et ee eee 10,709 11,368 
Accroissement des placements et des avances ...J...............-0005. Oyllso 1,635 < 


Remboursement de la dette Alongterme.........)..................2.. 32,260 9,538 i¥ 
Dividendesdeclares: a 9.8 ts iso cea ds ee cv ss ee 13,736 9,079 


59,840 31,620 


Donnant une augmentation (ou diminution) du fonds de roulement de aris $ (36,614) $ 23,360 


*Les chiffres de 1978 ont été redresses pour tenir 
compte du changement de la fin de I’'année fiscale de la société 


Non vérifié et sujet aux redressements de fin d’année 


